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This paper gives a descriptive analysis of the issues
and the views of the proponents and opponents of the one-
percent option sales tax which was voted into law by the
citizens of Atlanta and Fulton County on November 30, 1982.
Four factors relating to the tax are singled out for
analysis and discussion. These are (1) the legal basis and
application of the tax; (2) the economic impact of the tax
on the Atlanta community; (3) financial impact on the City
of Atlanta's finances; and (4) the equity of the tax.
The writer sets forth in his conclusions reasons why
he believes that the tax is not the best fiscal policy alter¬
native for the City of Atlanta.
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INTRODUCTION
This paper gives an account of the activities and issues
which were raised during the campaign for the passage of
the one-percent option sales tax in the City of Atlanta and
Fulton County. Information is also given which projects
the impact of the tax on the several categories of taxpayers-
homeowners, businesses, and non-property owners.
The 1975 Session of the General Assembly of the state
of Georgia, with new a governor in office, committed local
option bills and a body willing to pass another sales tax
measure, passed HB No. 150. With the passage of this measure
the General Assembly effectively granted local governments
the opportunity to share in the tremendous growth and flexi¬
bility that the state governments have experienced under
a sales and income tax structure. HB No. 150 was passed
on March 25, 1975 and the governor signed the bill into law
on April 24, 1975.^
The cost of the demands for local government services,
which surpasses property tax revenue yields were primarily
responsible for the expansion in the use of local sales taxes
Resistance to further property tax increases has been strong,
though few other revenue sources have been utilized. Gover¬
nors and legislators were reluctant to raise property taxes
^Richard D. Layton and Steven McGann. The Local Option
Sales and Income Taxes: Comparative Analysis, (Research
Atlanta, 1975): p. 13.
1
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to provide adequate funds for the local governments. But
the state sales tax has proved to be highly successful.
Great pressure was applied to the Georgia General Assem¬
bly in 1974 to authorize local governments to impose the
sales or income tax. This was done in order to ease the local
governments' heavy reliance on the property tax.
Before proceeding further, it is important to provide
the reader with a brief history of the development and use
of the sales tax. A local sales tax is a levy imposed by and
upon a specific tax district, in addition to the state-wide
sales tax, with the revenues being used exclusively in the
specific tax districts levying the sales tax.' The local
sales tax is levied in conjunction with the following three
types of sales:
1. Retail sales tax - imposed upon the sales
of tangible personal property at retail or
for consumption; may include admission,
restaurant, and public utility sales.
2. General sales tax - in addition to retail
sales, applies to wholesaling, extractive,
and manufacturing industries.
3. Gross receipts tax - in addition to retail
wholesale, extractive, and manufacturers
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The effects of the great depression on state and local
finance were profound, tn the face of rising needs for wel¬
fare services, revenues from existing taxes dropped sharply.
The ability to borrow fell markedly and in some cases dis¬
appeared altogether. States and localities reduced not only
capital outlays but also regular services as well as cut
personnel and pay rates. Local governments were especially
hard hit by sharp declines in yields from the property tax,
which accounted for about 97 percent of their entire tax
receipts. Despite a more than seven-fold increase in the
revenues from Federal aid, the states actively sought new
sources of funds to finance their own activities as well
as to increase their contributions to local governments.^
New York City set a precedence with the introduction
of local sales taxation in 1934. New Orleans presented a
more limited tax in 1936 which was expanded to resemble that
of a regular sales tax in 1938. During the post war period
of the 1940's and 1950's various states employed local sales
tax, two of the major proponents being Illinois and California.
One major expansion in the history of local sales taxes was
the beginning of state administered local sales taxes by
Mississippi in 1950. This measure greatly enhanced the opera¬
tional aspect of the taxes, because state administered local
sales tax eliminated unnecessary duplication and confusion
of tax collection methods among local jurisdictions.
^Tax Foundation Inc., State and Local Sales Taxes,
New York, N.E. ”
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The 1960’s experienced the fastest interstate spread
of the tax, the sales tax movement reached its highest rate
of advancement during the period of 1963-1970. During these
seven years, 13 states authorized local sales taxes for at
least some of their local jurisdictions, thereby doubling
the number of states that gave their local government units
access to this tax instrument. By fiscal year 1970, local
governments obtained 51 of their total tax revenues - $11.95
billion - from sales taxes. As far as cities were concerned,
sales and gross receipts taxes, and licenses and other taxes,
including income taxes, each brought in about 81 of total
city general revenue, or about 16% of total city tax revenue.^
During the 1970's however, the local sales tax was dis¬
continued in three states and replaced by supplements to
the state levies with revenues distributed to the localities.
As of January 1, 1973, 26 states permitted one or more of
their local governmental jurisdictions to levy a local sales
^Schwartz-Lehigh, Eli and J. Richard Aronson, Management
Policies in Local Government Finance, Washington, D.C.:
International City Management Association, 1975.
^Advisory Commission on Intergovernmental Relations,
Significant Features of Fiscal Federalism, 1980-81 Edition,
Washington, D.C., December 1981.
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In 1979, general sales tax rates varied from seven per¬
cent in Connecticut to two percent in Oklahoma with the most
common rate being three or four percent. In addition to
the state-wide tax rates, about 6,700 local jurisdictions
in 26 states imposed sales taxes at rates varying from one
O
to three percent. Widespread use of local taxes occurred
in Alabama, California, Colorado, Illinois, Virginia,
Louisiana, Missouri, North Carolina, Oklahoma, Tennessee,
Utah, Texas, and Washington.
General sales taxes at $54.3 billion in 1981, was the
g
second largest source of state and local tax revenue.
Southern states (Florida, Alabama, Arkansas, Georgia,
Kentucky,, Louisiana, Maryland, Mississippi, North Carolina,
South Carolina, Tennessee, Texas, Virginia, and West Virginia)
tend to overutilize the sales tax more than any other regions
in the nation. Sales tax rates in southern states range
from three to five percent and eleven states authorize local
levies. Sales taxes accounts for 20.5 percent of the nation's
state and local tax collections, but 24.9 for the southern
Quidry, Kenneth E., State and Local Revenue Potential





Sales taxes are considered a regressive form of taxation
because the tax tends to exact more income from low income
groups than high income groups in proportion to each groups’
income. However, many jurisdictions have developed policies
which attempt to ease the sales tax burden on the low income
and elderly citizens.
New York was the first state which instituted a law
which exempts food and medicine from the sales tax. This
measure was adopted in order to ease the burden of the sales
tax on the citizens. Today, out of the 45 states which use
the sales tax, 34 exempt food and provide tax credits for
food expenditures and 41 exempt medicine.Southern states
are the most unlikely states to exempt food and medicine
from the sales tax. Out of the 14 southern states which
use the sales tax, seven states do not exempt either food
12
or medicine from the tax.
^^Ibid., 1981
^^Ibid., 1981
II. THE PROBLEM AND ITS SETTING
The City of Atlanta, like many other major cities,
is facing financial difficulties in providing services to
its citizens. The economic conditions which exist in the
nation combined with reduced federal aid to cities have
created serious financial problems for most cities. Existing
revenue sources are not adequate to meet the increasing cost
of maintaining and operating city governments. Atlanta,
like many cities has been trying to develop alternative reve¬
nue sources to meet increasing costs of providing services.
Property taxes continue to be the main sources of local
revenue for Atlanta. However, in recent years property taxes
have been attacked by citizens as being excessively high.
Many civic and citizens organizations have protested before
the Georgia General Assembly and the Atlanta City Council
in an effort to force the city to develop alternative revenue
sources, which would decrease the tax burden on the property
owner and bring additional revenue into the city.
Atlanta officials have studied several alternative sources
to increase revenue, with most officials having concluded
that the local option sales tax is the best solution. How¬
ever, various groups within the community feel the tax is
not the best answer to solving Atlanta's financial problems.
They consider it to be only a cosmetic solution.
-7-
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It has been asserted that the local option sales tax
will help the cashflow problems which Atlanta is experienc¬
ing. Under Georgia laws, the state will return the revenue
from the tax to the city each month, unlike property taxes
where the revenue is collected twice a year.
Additionally, under the laws of the state of Georgia,
Atlanta is required to balance its budget at the beginning
of each fiscal year. The increasing cost of operating the
government, compounded with the eroding tax base in Atlanta,
has made it difficult to balance the budget. Atlanta, through¬
out the most recent years has been a financially sound city
compared to most major cities. However, the increasing infla¬
tion rate and reduction of federal funds have made it necessary
for Atlanta to develop alternate sources of revenue to meet the
city's financial needs. Will the local option sales tax
meet the challenge, or will it only be a substitute for reve¬
nue loss resulting from the reduction of property taxes?
This question is a basic question which city officials have
not adequately answered.
How will the local option sales tax affect the various
segments of the population which it is directed toward?
With Atlanta being one of the major convention centers in
the nation, will the tourists bear a sizable burden of the
tax?: they are also users of the services provided by the
City of Atlanta. Will the commuter population, who are
frequent users of city services, provided by Atlanta,
-9-
pay their fair share of the tax? These people who are employed
in Atlanta but are not residents of Atlanta are frequent
users of city services, but pay little or nothing in city
taxes. Will the local option sales tax require these people
to pay their fair share of taxes equal to the amount of city
services they receive? Will the revenue generated by the
local option sales tax be redistributed fairly among the
segments of the population? Although there are several alter¬
nate revenue sources which could be implemented, the local
option sales tax is considered the best solution by most
city officials and commercial interests.
It is assumed that high-income groups would benefit
greatly while low-income groups would bear the greater tax
burden. Large property owners will benefit significantly
because of the rollback in property taxes, required by law
once the tax is imposed. Will this mean low-income families
who rent their places of residence would receive a reduction
in their rent? The answer is, that it is highly unlikely
that such a reduction would be realized. Such being the
case, the local option sales tax would constitute a form
of double taxation. It is also unlikely that basic necessi¬
ties such as food and medicine will be exempt from the tax,
items which low-income groups spend a large disproportionate
percentage of their income on.
III. LITERATURE REVIEW
The writer reviewed several studies which addressed the
local option sales tax in Georgia. Bill Shipp, in his art-
cle entitled, ’’Local-Option Tax Works Well”^^ states that
in jurisdictions which had enacted the tax, government
officials generally agree that the tax is working according
to their expectations and is keeping a cap on property taxes.
A recent study by the Georgia Tax Reform Commission
entitled Local Option Sales Tax in Georgia” - states that
the tax is pumping about $100 million annually into the city's
coffers. Much of the tax has gone to relieve property taxes.
The survey by the tax reform group published in July 1979
looked at 13 counties which had been collecting the tax and
found that these jurisdictions had rolled back property taxes
between 13 and 12 percent.
An article entitled ’’Local Option Sales Tax is Success¬
ful”^^ states that sixteen counties and two municipalities
that adopted the local option sales tax through July have
averaged revenue gain of slightly under $2.5 million for the
first two months receipts. Some counties which have implemented
the local option law expected a decrease in the property tax.
Loca 1 - Op t i on Tax Works Well,” The Atlanta Constitution.
15 April 1979, 8-B.
^^Ibid., p. 8-B.
^^"Local Option Sales Tax Is Successful”, The Atlanta
Constitution, 16 August 1976, 3-A.
-10-
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Fears of business "leakage" to other counties, criti¬
cisms that the sales tax will hurt the poor and elderly eco¬
nomically, and concern over the imposition of any new tax,
have caused some 24 counties and one city to vote against
the local option sales tax.
A study by the Atlanta Regional Commission concluded
that the tax would benefit most cities and some counties
with large shopping centers, but would probably cost Fulton
County a net loss of $1.5 million after property tax rebates,
since most county residents also live in Atlanta, and hence,
are under the per capita distribution system. The city would
receive the lion's share of an estimated $35.8 million in
sales tax revenues.According to a researcher in the State
Revenue Department, "While the fiscal results are better
than the results at the polls, it's still too early to tell
17
what the trend will be."
"A Financial Analysis of The Aborted Local Option Sales
18
Tax Issue In The City of Atlanta" was a study which compared
the proposed local option sales tax to other revenue sources.
The study compared the local option sales tax to three other
revenue sources: the occupational tax, local option income




Paul L. Gray. "A Financial Analysis of the Aborted
Local Option Sales Tax Issue in the City of Atlanta", (M.P.A.
Thesis, Atlanta University, 1981).
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such as the legal consideration, financial impact, diversi¬
fication, fiscal equity, fiscal disparities, and economic
impact, the researcher conducted a critical comparative
analysis. The writer of the study concluded from his research
of the local option sales tax that the local option sales
tax was the best fiscal policy alternative to offset the
1980 budget deficit and it would have the long range effect
of helping to prevent further budget deficits. This conclu¬
sion was based on the following reasons:
1. The sales tax revenue will grow commensurate
with the inflationary rate of the economy.
2. The rollback in property taxes will make
the City of Atlanta more attractive to busi¬
ness and in return will encourage economic
development.
3. The sales tax would increase the diversity
of revenue sources that the City of Atlanta
19
could draw on.
In an article entitled ’’Local Governments Look to Sales
20
Tax”, the writer states that other local governments
in the Atlanta metropolitan area are considering the local-
option sales tax as an alternate revenue source. Local
^^Ibid., p. 55.
70
"Local Governments Look To Sales Tax”. The Atlanta
Constitution, 11 April 1977, 1-A.
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governments which have imposed the tax are reporting that
the tax revenues are running approximately 1% higher than
expected and property taxes are about to be rolled back
21
substantially.
Local residents are complaining constantly about the
high property taxes they must pay and are pressuring local
officials to develop alternate revenue sources. Officials
in some of Georgia's counties and cities that have had the
tax for about a year uniformly praise it.
State Revenue Department advisor Paul Mangold states
that^"property taxes have been going up and up and up. You
need an alternate tax base because schools, cities, and coun¬
ties all use property taxes. People get their bills and
complain about it. But with the sales tax, people don't pay
22





This is a descriptive study of the issues surrounding
1% local option sales tax in Atlanta. In order to assess
the potential impact of this tax on the City of Atlanta,
an analysis of the following four factors are pursued:
1) legal application of the tax; 2) the economic impact
on the Atlanta community; 3) financial impact on Atlanta
City Government finances; and 4) equity of the tax.
The principal sources of data were secondary studies,
reports, governmental publications, and proceedings from
hearings.
The analysis of the legal application of the local option
sales tax is the first factor examined. Studies by the State
of Georgia, City of Atlanta, and other state and local govern¬
ments which impose the tax provides the basis for understand¬
ing the legal considerations of the tax.
The implications of the economic impact on the Atlanta
community is the second factor examined. In focusing on
the economic issues, the writer utilized studies by the City
of Atlanta, Coalition Against The Local Option Sales Tax,
Research Atlanta, and Atlanta Regional Commission.
The third factor of analysis focuses on the financial
impact that the tax will have on Atlanta's Operating budget.
-14-
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The Atlanta Department of Budget and Planning, and the Georgia
Department of Revenue provided substantive literature and
data in this area. Impact on tax revenues, local government
expenditures, and operating costs are summarized and used
as the basis of analysis.
The fourth factor examined is the equity of the local
option sales tax. The writer analyzed several principles
pertaining to the fair application of the tax.
V. DETAILS OF THE LEGAL BASIS OF THE ONE PERCENT
OPTION SALES TAX IN GEORGIA
The local option sales tax law is an amendment to the
Georgia Retailers' and Consumers' Sales and Use Tax Act passed
in March 1980, which authorized special districts to hold
referendum elections to allow voters to approve or disapprove
imposition of a 1% sales tax. The one cent sales tax
would apply to all goods and services covered by the already-
existing four cents sales tax. The initial purpose of the
local option sales tax was not to provide cities with increased
revenues. Rather the intent of the Georgia General Assembly
was to allow cities to levy the sales tax, and use the money
O /I
generated by the sales tax to reduce property taxes.
The local option sales tax law states specifically:
"It is the intent of the General Assembly that no initial
agreement as to distribution of the proceeds of the tax shall
enrich any political subdivision beyond a sum which in the
absence of the distribution would be raised through other
sources of revenue" (Sec. 26A2F).' Translated, this means
that sales tax revenue is meant to be a substitute for,
rather than a supplement to, existing revenues.
23
Coalition Against The Local Option Sales Tax, unpub¬
lished position paper, 1982, p. 5.
^^Ibid., p. 1.
2 *5
Georgia Tax Reporter, State and Local, Commerce Clear¬
ing House, Inc., Chicago, Illinois, 1981. P. 6058.
-16-
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The law clearly makes it possible for the cities and
counties to use the tax to shift the cost of local govern¬
ments from property holders to consumers, because the revenue
generated by the one-cent sales tax will be used to reduce
property taxes of property holders each year. The reduction
of property taxes will be equal to the amount the local option
sales tax generated each year.
There are two major cases which challenged the consti¬
tutionality of the local option sales tax. In October of
1978, (Martin-vs-Ellis) the Georgia Supreme Court ruled that
revenues received by county government had to be used to
rollback property taxes for all county residents in a uniform
amount. Under the original act, the "differential rollback"
provision of the Local Option Sales Tax Act, which requires
the rollback of county property taxes in unincorporated areas
of a county imposing the tax but not within municipalities,
7 6
violates the tax uniformity mandate of the State Constitution. '
The tax uniformity mandate of the State of Georgia Consti¬
tution states that all taxation shall be uniform upon the
same class of subjects within the territorial limits of the
27




Under the old provision of the act, counties and cities
had the authority to levy the tax. If municipalities within
a county impose the tax before the county, the county could
not impose the tax until the last day of the fiscal year
of that municipality. However, the county imposition of
the tax would not cover the municipality within the county,
because the municipalities had the authority to impose their
own local option sales tax.
Under the new ruling, the court ordered that the county
government had to rollback property taxes for all county
residents. If a muncipality within the county which imposes
the local option sales tax, imposes its own tax, the munci¬
pality will receive a double benefit on property tax relief.
This comes about because the court ruled that county govern¬
ment had to rollback property taxes for all county residents,
whether or not a muncipality within the county imposes its
own local option sales tax. Also, the muncipalities' residents
do not have to pay the county imposition of the tax.
After that ruling, several suits were filed, in which resi¬
dents of unincorporated areas in several counties, argued
that no revenues from a county-wide tax should be distributed
to cities, if the residents of the city did not contribute
to the tax. In February 1979 (City Council of Augusta-vs-
Mangelly), the Georgia Supreme Court ruled the Local Option
Sales Tax Act, which authorizes the imposition of an one-
cent sales and use tax, by counties and certain municipalities.
-19-
violates the State Constitution by allowing counties to impose
the tax and distribute a portion of the proceeds to cities
70
without the cities contributing to the tax.' Since the Legis¬
lative intent behind the Act was to provide some property
relief to municipal taxpayers, this unconstitutional portion
of the Act cannot be severed from it.' The Court declared
that the initial law be void and another law adopted.
The Joint County and Municipal Sales and Use Tax Act
was adopted in March 1980; the measure creates 159 special
districts whose boundaries are cotermious with those of
the counties. Within these special districts, counties and
qualified municipalities are authorized to impose a joint
county/municipal one percent sales tax similar to the state
.30sales tax. Qualified municipalities are classified as
any incorporated municipalities which impose a tax other
than the local option sales tax and provides at least three
of the following services: 1) water, 2) sewage, 3) garbage
collection, 4) police protection, 5) fire protection,
and 6) library.' The new law also would give the special
districts 60 days to work out their own distribution systems.
Special districts that have not agreed on a formula by then







Any qualified municipality or the county may transmit
a resolution to the county election superintendent calling
for a referendum. Publication of a notice of the refer¬
endum shall be published once a week for two weeks prior
to the date of the election of the official organ of the
county. If a majority of citizens voting are in favor of
the tax it shall be levied, however, if the issue fails,
another referendum may not be held for 24 months. The reso¬
lution becomes effective on the first day of the next calen¬
dar quarter that begins more than 80 days after the resolution
is adopted.
The law emphasizes that after the State Revenue Com¬
missioner deducts his portion (1% of taxes collected) of
the tax for Administrative expenses:
The remaining proceeds of the tax shall be distri¬
buted to the governing authority of each qualified
municipality within the special district and to
the governing authority of the county whose geo¬
graphical boundary is cotermious with that of the
special district for the purpose of assisting such
political subdivisions in funding all or any por¬
tion of those services which are to be provided
33
by such governing authorities.
Georgia Municipal Association, A Guide For A Local
Option Sales Tax Referendum, June 1980.
33
Georgia Municipal Association, Negotiating The Distri¬
bution of Local Option Sales Tax Revenue, 1982., p.1-2.
-21-
The law also requires special districts that collect
the sales tax to reduce property taxes dollar-£or-dollar
each succeeding year. The property taxes will be reduced
each year and the amount will be shown clearly on each prop¬
erty owner’s tax bill.
VI. EARLIER EFFORTS TO PASS THE OPTIONAL SALES
TAX AND ITS EVENTUAL PASSAGE IN 1982
In 1965, the State of Georgia General Assembly passed
legislation which created the Metropolitan Atlanta Rapid
Transit Authority. The Act authorizes the counties of Fulton,
DeKalb, Cobb, Clayton, and Gwinnett, as well as the City
of Atlanta to impose a retail sales and use tax which corres¬
ponds as far as is entered into a final and binding agreement
with MARTA. The tax of one-cent may be levied until June 30,
2012 and a half-cent thereafter.
Only Fulton and DeKalb counties have levied the 1% sales
and use tax for purposes of supporting MARTA, thus making
the total rate collected by the Department of Revenue in
these areas 4%. The Metropolitan Atlanta Rapid Transit Tax
became effective on April 1, 1972, with overwhelming voter
approval.”
All the revenue received from the Atlanta Rapid Transit
tax by Fulton and DeKalb Counties is directly assigned to
MARTA. The revenue collected can only be used to fund MARTA
and to pay the operational expenses of the transit system
in the event that fares collected do not cover the operational
cost. Dealers having a place of business in Fulton or DeKalb
^^Georgia Tax Reporter, State and Local, Commerce Clearing




counties shall collect the tax on all sales and rentals of
tangible personal property and services consummated at the
place of business of such dealers. The Rapid Transit Tax
applies to transactions on the same basis as State sales
and use taxes, except as to rate. Transactions exempt from
State sales and use taxes are exempt from the Rapid Transit
Tax.^®
In 1978j a group of executives from the large firms
who stand to reap substantial windfalls from the proposed
rollback organized a campaign to push for the adoption of
the local option sales tax. The mayor of Atlanta, at that
time, Maynard Jackson, took the lead in pushing for passage
of the sales tax referendum. However, the campaign was aborted
when the mayor decided not to support their efforts.
Mayor Jackson at the time argued that the sales tax
would place an undue tax burden on the poor and that raising
the sales tax to 5 percent in Atlanta and Fulton County while
it remained at 3 percent in neighboring counties would under-
37
mine the competitive position of Atlanta’s merchants.
The mayor argued that shoppers would be inclined to purchase
"high-priced” items - appliances, furniture, cars, etc. at
^^Ibid., p. 6093.
^^Coalition Against The Local Option Sales Tax, (unpub¬
lished position paper), 1979, p.8
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the shopping centers in Cobb, Clayton, and other surrounding
counties. The mayor suggested that if food and drugs were
exempt from the tax he might be more inclined to support
it.38
The businessmen dropped their 1978 campaign when they
could not persuade Mayor Jackson to lend his support. The
businessmen felt the referendum had no chance of passing
if they could not count on the mayor to swing the black vote.
In 1979, the business community resumed their campaign
to push the local option sales tax and this time they were
successful in securing the mayor's support and having the
issue placed on the ballot. The Administration's campaign
was built around the argument that the sales tax increase,
with the property tax rollback was the only viable option
available to relieve or improve Atlanta's fiscal problems.
The businessmen and the city administration organized
a campaign and vigorously addressed the issue to upper income
people who would benefit most directly from the property
39
tax rollback. The supporters of the referendum retained
a Washington, D.C. consulting firm to organize their campaign.
^®Ibid., p. 8.
39
Coalition Against the Local Option Sales Tax, (unpub¬
lished position paper), 1982.
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Mayor Jackson attempted to mobilize black support by
appealing to the upper income blacks. Also, black ministers
were asked to sell the tax to members of their congregations
and scare tactics were used to persuade poor people to support
the referendum. The mayor used scare tactics such as, telling
poor people, including elderly people on fixed incomes, that
unless the referendum passes, social programs would be discon¬
tinued and that vital city services would be eliminated or
cut back. The mayor was referring to such city services
as police and fire protection, garbage collection, also funds
40
for Grady Hospital.
Proponents of the tax also argued that rollback in prop¬
erty taxes is necessary to keep businesses from leaving the
city and county. The voters, however, rejected the local
option sales tax referendum by more than a two-to-one margin.
The major opposition to the tax was that it placed an unduly
heavy or disporportionate tax burden on poor people and the
property tax rollback would only benefit large firms not
the City of Atlanta.
In 1982, the business community with the help of black
elected officials such as Mayor Andrew Young and Fulton County
Commissioner Michael Lomax again began to push the sales
40 Ibid., p. 10.
-26-
tax referendum. The business community was armed with an
estimated $500,000 to push a media campaign to persuade the
voting public to vote in favor of the sales tax.^^
The proponents again stressed the benefits that would
be realized by all groups within the population. Specifically,
promises were made to the various groups that the sales tax
revenue would be used to fund programs which will help them.
The one percent option measure succeeded in passage in the
general election on November 30, 1982. It is yet too early
to assess the impact of its passage on both the citizens and
the financial status of the city at this writing.
^^Ibid., p. 7.
VII. ANALYSIS OF THE PROS AND CONS
OF THE ONE-CENT SALES TAX
Like other cities throughout the nation, Atlanta depends
on the property tax as its single largest source of revenue.
The property tax is the only revenue source over which local
governments have complete control. Local governments require
additional revenues each year to continue present service
levels. The costs of providing city services increase because
of inflation and the increasing numbers of people using the
services. The financial resources available to local govern¬
ments, however, do not tend to grow with the economy.
With this year's rise in property assessment and tax
rates, city officials believe that further increases in the
property tax will be difficult to achieve. City officials
believe that additional property taxes would result in more
Atlanta/Fulton County residents and businesses moving to
surrounding counties where property taxes are lower.
The City of Atlanta has several possible solutions to
this dilemma which include increasing the hotel/motel tax,
implementing a point-of earnings or commuter tax,or passing
a local option sales tax.^^ Every effort to date to provide
such solutions, with the one exception, has failed to pass




the State Legislature. The local option sales tax is the
one exception which was approved by the Legislature and has
been passed by 114 of the 159 counties in Georgia.
A) HOW THE LOCAL OPTION SALES TAX WORKS
The local option sales tax is a II tax added to the
existing sales. In Fulton County, the sales tax has been
increased from 41 (31 state-sales tax with 1% MARTA tax) to
51, (3% state-sales tax, 1% to local governments and 1% to
MARTA). Atlanta and Fulton County officials have decided
that the additional revenues resulting from the increased
sales tax will be split 65-35 with 65% going to the munici¬
palities in Fulton County and 35% distributed to the Fulton
43
County government. The distribution of the revenues to
the municipalities in Fulton County will be based on popu-
44






























Georgia law requires that with the enactment of a local
option sales tax there must be a corresponding reduction
in property taxes, dollar-for-dollar. The law also requires
that this rollback continue every year as long as the sales
tax is collected. Mayor Young states that the city can
guarantee a 25 percent reduction in property taxes for
Atlanta/Fulton residents in 1985.^^ Fulton County officials
say that residents of unincorporated Fulton County will receive
a 12% reduction.The reduction in property taxes starts
12 months after the collection of the sales tax starts, there¬
fore, the revenue for the first 12 months is a one-time wind¬
fall to local governments.
City officials estimate that Atlanta will receive
$39,000,000 in the one-time windfall. The following is an
estimate of the windfall of the additional II sales tax for
unincorporated Fulton County and the municipalities of the
county:
^^"Young Kicks Off Sales Tax Campaign" Atlanta Journal.
P. 1-B.
46 Ibid., p. 2.
Figure 2
Unincorporated Fulton County:























SOURCE: Atlanta Finance Department, 1982
The local option sales tax will take effect April 1, 1983,
and the governments will begin receiving funds in June 1983.
The first twelve months windfall will be spread over 1983
and 1984, approximately 50% in each year. Atlanta will
receive $19 million of the windfall in 1983 and $20 million
in 1984.^^
47
Andrew Young, Interview held during a Radio Talk Show
(WAOK), Atlanta, Georgia, October 24, 1983.
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B) FINANCIAL IMPACT
According to city officials, Atlanta is facing an esti¬
mated $8-10 million shortfall in its 1983 budget and a tax
increase is vital at the present time. ° The total City
of Atlanta budget for 1982 increased 14.9 percent. Mayor
Young states that the city will need an extra $13 million
to maintain the necessary level of city services and to save
500 city employees' jobs, in 1983.^® Also, city officials
state that the additional revenue will be used to increase
police and fire services and funds for Grady Hospital.
The joint Atlanta/Fulton County imposition of the local
option sales tax will generate an estimated $76 million dollar
windfall.Atlanta will receive an additional $19 million
in 1983 and $20 million in 1984. The one-time windfall will
allow Atlanta to survive a $8-10 million shortfall in its
1983 budget. However, once the rollback takes effect the
revenues from the local option sales tax must be used to
rollback the property tax.
^®Young, October 24, 1982.
^^Atlanta Department of Finance, General Budget 1982,
Atlanta, Georgia, 1982.
^®Young, October 24, 1982.
^^Ibid., p. 16.
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Figure 3 below gives estimates of the City of Atlanta
cash-flow without the local option sales tax:
Figure 3
City of Atlanta
Projected Cash Flow Without Sales Tax
REVENUE:
1982 1983 1984 1985
Property Tax CD $ 52M $ 54M $ 56M $ 58M
Other Sources (2) 125 130 135 140
Expenditures (+10%) 177 195 215 237
$ 0 $(11) $(24) $(39)
asaa sssaa asssa
(1) Assumes no millage increase but annual growth of 3% based
on new construction and revaluations.
(2) Assumes 41 annual growth
SOURCE: Atlanta Department of Finance., 1982
According to the figures above, the City of Atlanta will
experience deficits in its budget unless the city generates
some new revenue sources or decrease the city's budget. With
inflation growing annually at a rate of 10 to 12 percent,
the cost of providing city services is rising higher than
the city's primary revenue source.
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Projected Cash Flow with the Sales Tax
1982 1983 1984 1985
REVENUE:
Property Tax (1) $ 52M $ 54M $ 56M $ 58M
Sales Tax - Starting
6/83 (10%)
-- 19 41 45
Rollback -- -- (19) (41)
Other Sources C2) 125 130 135 140
177 203 213 202
Expenditures (+10%) 177 186 195 205
Excess $ 0 $ 17 $ 18 $(3)
Cl) Assumes no millage increase but annual growth of 3% based
on new construction and revaluations.
(2) Assumes 4% annual growth.
SOURCE: Atlanta Department of Finance, 1982
According to the Figures above, the City of Atlanta will
be able to survive an estimated $8-10 million shortfall in
its 1983 budget. However, when the mandated rollback takes
effects, the revenue generated by the sales tax will only
-34-
be used to substitute for the revenue lost from the property
tax. A rollback of property taxes in 1985 would lower the
amount collected from $45 million to $4 million that year.
The inflation rate will also increase the city's budget deficit
another $8 to $14 million each year. The sales tax would only
be a short-term solution to Atlanta’s fiscal problems; to
offset large budget deficits in the future Atlanta must either
develop better sources of revenue, increase property taxes,
or decrease its budget.
Once the property tax rollback takes effect each year,
the revenue generated from the sales tax will only be used
to substitute for the property tax, no additional revenue
will be generated unless the property taxes are raised.
Charlie Davis, former Atlanta Finance Commissioner states
that, "Although the sales tax revenue would allow the city
to survive an estimated $13 million shortfall in its 1983
budget, a rollback of property taxes in 1984 would lower the
amount collected from property taxes from $52 million to $4
million that year. Inflation would leave the city with another
$14 million deficit in 1984, which could be avoided only through
52
a 3 mil property tax increase in 1985." Because of the
rollback mandated in property taxes, "you would have to
increase property taxes in order to get the benefit of the
53
sales tax revenue in the budget," Davis said,
c 2 "" - - - ———
"Local-Option Tax Draws Criticism", Atlanta Constitution,
27 July 1982, 1-A.
^^Ibid., p. 1-A. .
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One of the best features of the sales tax is that it
grows in response to the economic conditions, including infla¬
tion. The property tax has minimal growth. Unlike the prop¬
erty tax, the sales tax will supply the city with ready
cash. Under the law, the Department of Revenue must distri¬
bute the revenue that it collected for the special district
each month. Property taxes are collected once a year.
City officials state that the sales tax is not a cure-
all. It is, however, a revenue source which responds more
productively to the economic factors than does the property
tax. It will grow over time substantially more than the
property tax.^^
C) ECONOMIC IMPACT
The primary assumption underlying the local option sales
tax is that property taxes are excessively high. The imple¬
mentation of the local option sales tax would diversify the
tax base of local governments.^^ For Atlanta, a new and
substantial source of revenue would exist, and the mandated
property tax rollbacks in the second year of imposition gua¬
rantee the substitution of these tax revenues for those from
the local property tax. Also, since the yields of the tax
^^Ibid., p. 25.
^^Advisory Commission on Intergovernmental Relation.
"Changing Public Attitudes on Governments and Taxes",
(Washington, D.C., ACIR, 1974).
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is more responsive than the property tax to economic growth,
their addition as local government revenue sources should
restrain increases in property taxes over time.
Currently the property tax rate for those inside Atlanta
is 61.65 mills or $61.65 for every $1,000 of assessed value.
Atlanta has a $5,000 regular homestead exemption. Under state
law, disabled and elderly persons may receive exemptions of
up to $10,000.^^ Figure 5 shows how the property
tax is distributed in Atlanta and Fulton County.
Figure 5
Atlanta and Fulton County Tax Rates






























County Schools Bonds 1*_58
SOURCE: City of Atlanta Bureau of Budget and Planning, 1982.
^
City of Atlanta Bureau of Budget and Planning, Atlanta,
Georgia, 1982.
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Property taxes for a home valued at $50,000 with the











$ 15.05 County Mill Rate
X 15
$225.75 County Tax
Figure 7 shows the total city and county property
with a regular $5,000 exemption:
Figure 7
Assessed Value Total Taxes




SOURCE: Department of Finance, 1982.
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Figure 8 shows that one who owns a $50,000 home pays
less than $230 a year to support the city's general operations
budget, i.e., police, fire, sanitation, etc., and about $386
a year to operate the city schools.
The 1982 City tax bill would be broken down as follows:
Figure 8





SOURCE: City of Atlanta Bureau of Budget and Planning,
1982.
Atlanta's city officials estimate that property taxes
will be rolled back by approximately 24 percent. In 1984,
property owners in Atlanta should expect to receive approxi¬
mately a 12% reduction in taxes, and in 1985 a full 241
reduction in property taxes. Figure 9 gives estimates of


























City of Atlanta Finance Department, 1982.
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According to Figure 9 the homeowner will benefit greatly
from any property tax rollback, however, in Atlanta renters
account for 65% of all households. Low income families
59
account for 51% of Atlanta’s renter-occupied units. Renters
will not benefit from any rollback in property taxes, because
renters* property taxes are included in their rent. Land¬
lords most likely will not reduce the rent, once the rollback
takes effect. Regardless of the property tax's effect on
all taxpayers, it is much more regressive for renters than
for homeowners.
City officials state that property tax reduction could
have a positive impact on the City's Rental market over the
longer term. As investment in property becomes less costly,
there would be greater incentive for developers to do more
with their dollars, build more housing, for instance. Over
time, an increase in the number of apartments would increase
competition for tenants and have a stabilizing effect on
inflationary rent increases.
58
Atlanta Department of Budget and Planning, Fifth Year
Housing Assistance Plan, Atlanta, GA, 13 June 197TJ p. 12.
^^Ibid., p. 15.
^^Atlanta Department of Budget and Planning, Atlanta's
Financial Dilemma and the Local Option Sales Tax, 197^9.
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Like residential property owners, large commercial prop¬
erty holders will benefit greatly from a property tax roll¬
back. According to an analysis done by the City of Atlanta,
10 firms would receive a $10 million or 24 percent of anti¬
cipated property tax rollback.
The City of Atlanta survey revealed that rollback for




1982 Property Tax Rollback









































SOURCE: City of Atlanta Finance Department, 1982.
There is no doubt that large commercial property holders
will benefit greatly from the property tax rollback with the
passage of the one--percent option sales tax. Large firms argue
that property tax reduction is necessary to keep businesses from
leaving the city and county. City officials state that at the
present time, property taxes on business in Fulton County and
-42-
various municipalities generally exceed those of surrounding
counties. This puts Fulton County at a significant disadvantage
in retaining and attracting new businesses. The local option
sales tax, with its resulting reduction in property taxes,
will make Fulton County and its municipalities much more
competitive and put them in a better position to retain and
attract businesses.Figure 11 shows how the tax rates
compare in the Metropolitan Atlanta area.
Figure 11
Tax Rates Five County Atlanta Area
Jurisdiction Millage Rate
City of Atlanta (Inside Fulton County) 61.65
Atlanta (46.60)
Fulton County (15.05)
City of Atlanta (Inside DeKalb County) 60.30
City (46.60)
DeKalb County (13.70)
Unincorporated Fulton County 37.28
Unincorporated DeKalb County 37.37
Unincorporated Cobb County 30.68
Unincorporated Gwinnett County 30.40
SOURCE; Atlanta Department of Finance
^^Ibid., p.l7.
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According to the figures given in Figure 11, Atlanta's
millage rate is the highest in the metropolitan area. How-:
ever, it must be mentioned that Atlanta is the leading city
in the metropolitan area and no other city in Georgia com¬
pares with Atlanta. Property taxes are usually higher in
the leading city of any metropolitan area, because of the
higher demand for services in the leading cities. The dif¬
ferences in the millage rate of unincorporated Fulton and
other surrounding counties is relatively small and these
are the areas in which large firms are likely to relocate.
The Coalition Against The Local Option Sales Tax state
that large firms generally shift their tax burden to cus¬
tomers in the form of higher prices. The large rollback
in property taxes to large firms will constitute a double
benefit for the firms. Presumably, the firms have already
shifted their cost to the consumers. Unless they roll back
their prices, which they are not expected to do, the rollback
is simply a double gift to the firms.
A tax is said to be progressive if it exacts relatively
greater amounts of income in proportion to the total income
from persons with relatively higher incomes. Regressive
if it exacts relatively higher burdens on those least able
to pay; and proportional if it burdens taxpayers of all
63
incomes in equivalent proportion.
°^The Coalition Against The Local Option Sales Tax,
(unpublished position paper). 1979.
fi 3
Research Atlanta, The Local Option Sales and Income
Taxes: Comparative Analysis. (Project Staff: Richard Layton
and Steven McGann), Atlanta, Georgia, 1975.
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The sales tax is a regressive tax because it generally
takes a higher percentage of low-income person's income than
that of higher income persons. Figure 12 gives estimates
of how much the additional one-cent sales tax in Atlanta
will cost each income group per year;
Figure 12
















SOURCE: Atlanta Department of Finance, 1982
Figure 12 shows that low-income groups will pay more
of the additional one-cent sales tax in proportion to their
incomes than higher income groups. Although the percentage
amount which each income group pays is relatively small compared
-45-
to their total income. Higher income groups tend to pay
an extremely small amount of the one-cent sales tax in propor¬
tion to their income than low and middle income groups.
The sales tax places a disproportionate tax burden on low
income families including the elderly and others on fixed
incomes.
The Georgia sales tax law is among the nation's most
inflexible. State law presently will not allow exemption of
food and drugs, and such an exemption requires State authori¬
zation. It is unlikely that the General Assembly will exempt
food and medicine from the sales tax because food sales gen¬
erate more sales tax revenue than any other items covered
by the tax. It should be noted that in states where food
and drugs are exempted, the rate of sales taxes is higher.





















SOURCE: Georgia Department of Revenue, Statistical
Report, 1981.
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According to the U.S. Department of Labor, 68 percent of
a low income family's income ($9,800) is subject to the sales
tax.^^ Most low income families spend a large portion of
their income on items such as: food, clothing, and medicine.
An additional one-cent sales tax will decrease the purchasing
power of low and middle income families including the elderly
on fixed-incomes. Raising the sales tax in Atlanta to 5
percent while lowering property taxes of the large property
holders, places an unbearable tax burden on the poor, the
propertyless, the aged, and the unemployed.
Cost
United States Department of Labor, A Guide to Living
1977.
CONCLUSIONS
The writer concludes from his research of the local option
sales tax that the tax is not the best fiscal policy alternative
to offset Atlanta's future budget deficits. This conclusion
is based on the following reasons:
1. The sales tax will not generate any additional revenue
for the City of Atlanta.
2. The rollback in property taxes will only benefit large
commercial and residential property holders not the
City of Atlanta's budget.
3. The sales tax revenue generated by the local option
sales tax will be used to rollback property taxes, not
to increase city services.
4. The sales tax places a disproportionate tax burden on
low and middle income families including the elderly
and others on fixed incomes.
-47-
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